
Transmittal Letter No.  5 Volume IV

To:  Treasury Tax and Loan Depositaries

1. Purpose

This transmittal letter releases Volume IV Treasury Financial Manual (TFM). It issues
codified instructions to guide financial institutions that qualify as Treasury tax and loan
depositaries and/or provide electronic tax deposit services.
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3. Effective Date

Upon receipt. 

4. Inquiries
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Directives Management Branch 
Financial Management Service
Department of the Treasury
3700 East-West Highway, Room 5C16
Hyattsville, MD  20782
Telephone: 202-874-9940
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Commissioner 
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 Part 1—Chap ter 2000

     FEDERAL TAX COLLECTIONS—OVERVIEW

This chapter provides an overview of the Federal tax
collections process for all financial institutions that process
Federal tax payments or participate in the Treasury Tax and
Loan (TT&L) Program and/or the Treasury Tax and Loan
Investment Program (TT&L IP). 

Section 2010—Applicability

By ac cept ing or orig i nat ing Fed eral 
tax pay ments, the fi nan cial in sti tu tion
is bound by IV TFM and ap pli ca ble
Fed eral Re serve Bank (FRB) op er at ing 
cir cu lars that sup ple ment reg u la tions at 
Ti tle 31 of the Code of Fed eral Reg u la -
tions, Part 203 (31 CFR Part 203). The
Trea sury Fi nan cial Man ual (TFM), and 
its amend ments, are avail able on the
Fi nan cial Man age ment Ser vice’s
(FMS’s) website: www.fms.treas.gov. 

Section 2015—Authority

Ti tle 31 CFR Part 203 gov erns: 

• Fi nan cial in sti tu tions that pro -
cess Fed eral tax pay ments ei -
ther elec tron i cally through the
Elec tronic Fed eral Tax Pay -
ment Sys tem (EFTPS) or
through the pa per-based Fed -
eral Tax De posit (FTD)
sys tem. 

• Des ig na tion of TT&L deposi-
taries for main tain ing and ad -
min is ter ing TT&L ac counts
and/or note bal ances.

• Col lat eral se cu rity re quire ments. 

Section 2020—Definitions

Ac knowl edg ment Num ber—An ac -
knowl edg ment num ber is the unique
elec tronic funds trans fer num ber as -
signed to track EFTPS trans ac tions.
The Trea sury Fi nan cial Agent (TFA)

as signs an ac knowl edg ment num ber
to each Au to mated Clear ing House
(ACH) debit and credit. The FRB as -
signs an ac knowl edg ment num ber to
all same-day ap pli ca tions (Fedwire
value trans fer, Fedwire non-value
trans ac tion and Fedline Tax payer
De posit trans ac tion). 

Ad vice of Credit (AOC)—De-
positaries use Trea sury Form 2284:
Ad vice of Credit, to sum ma rize and
re port FTD cou pon de pos its to the In -
ter nal Rev e nue Ser vice (IRS) and the
FRB. They may send AOC in for ma -
tion by mail or de liver it elec tron i -
cally to the FRB via Fedline or voice
re sponse.

Au to mated Clear ing House (ACH)
Credit En try—An ACH credit en try
is a trans ac tion orig i nated by a fi nan -
cial in sti tu tion in ac cor dance with ap -
pli ca ble ACH as so ci a tion for mats
and ap pli ca ble laws, reg u la tions and
pro ce dural in struc tions. The tax payer 
in structs its fi nan cial in sti tu tion to
ini ti ate the trans fer of funds to make a 
Fed eral tax pay ment from the tax -
payer’s ac count to the Trea sury Gen -
eral Ac count (TGA).

Au to mated Clear ing House (ACH)
Debit En try—An ACH debit en try is 
a trans ac tion orig i nated by the TFA,
at the re quest of the tax payer, in ac -
cor dance with ap pli ca ble ACH as so -
ci a tion for mats and ap pli ca ble laws,
reg u la tions and pro ce dural in struc -
tions. The tax payer in structs the TFA
to ini ti ate the trans fer of funds to
make a Fed eral tax pay ment from the

tax payer’s ac count at its fi nan cial in -
sti tu tion to the TGA. 

Bu reau of the Pub lic Debt
(BPD)—BPD is a bu reau within the
De part ment of the Trea sury (Trea -
sury) with reg u la tory re spon si bil ity
to es tab lish ac cept able col lat eral and
to de ter mine the val u a tion of the col -
lat eral for the TT&L Pro gram.

Busi ness Day—A busi ness day is
any day on which the dis trict FRB is
open.

Cash Con cen tra tion or Dis burse -
ment Au to mated Clear ing House
(ACH) For mat with the TXP (tax
pay ment) Ad denda Re cord (CCD+
TXP)—This is an ACH for mat for
EFTPS credit en tries. 

Col lat eral—Col lat eral is a mar ket -
able se cu rity or in stru ment that has
been de ter mined by Trea sury and ap -
proved by the FRB as ac cept able. The 
pledgor (de pos i tary) gives col lat eral
to se cure de pos its or in vest ment bal -
ances at risk to Trea sury. 

De pos i tary—A de pos i tary is a fi nan -
cial in sti tu tion au tho rized to par tic i -
pate in the TT&L Pro gram. (See also
Trea sury Tax and Loan De pos i tary.) 

Di rect In vest ment (DI)—A di rect
in vest ment places Trea sury funds
with a de pos i tary, re sult ing in a cor re -
spond ing in crease in a de pos i tary’s
note bal ance.

Elec tion of Op tion Form—An ex -
ist ing de pos i tary uses an Elec tion of
Op tion Form to in di cate a change in
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the op tion un der which it will ad min -
is ter its TT&L ac count and/or par tic i -
pate in the TT&L IP. The FRB
sup plies Elec tion of Op tion Forms.

Elec tronic Fed eral Tax Pay ment
Sys tem (EFTPS)—EFTPS is that
sys tem through which tax pay ers re -
mit Fed eral tax de pos its and pay -
ments elec tron i cally.

Fed eral Funds Rate—Trea sury uses 
the Fed eral Funds Rate as the ba sis
for com put ing in ter est and pen alty
charges. The Board of Gov er nors of
the Fed eral Re serve Sys tem pub -
lishes the Fed eral Funds Rate weekly
as a yield per cent per an num.

Fed eral Re serve Ac count—This is
an ac count with re serve or clear ing
bal ances held by a fi nan cial in sti tu -
tion at an FRB.

Fed eral Re serve Bank Trea sury
Tax and Loan Ap pli ca tion De posits 
(FRB TT&L Ap pli ca tion De -
posits)—Cur rently FRB TT&L ap -
pli ca tion de pos its in clude Fed eral tax 
de pos its made through the pa per-
based cou pon sys tem, and EFTPS de -
pos its us ing ACH cred its and deb its,
Fedwire non-value, and the Fedline
Tax payer De posit Ap pli ca tion. The
Fed eral Re serve’s TT&L sys tem
places FRB TT&L ap pli ca tion de -
pos its in a de pos i tary’s note bal ance. 

Fed eral Re serve-Electronic Tax
Ap pli ca tion (FR-ETA)—FR-ETA is 
a sub sys tem of the EFTPS that re -
ceives, pro cesses and trans mits
same-day Fed eral tax pay ment in for -
ma tion for tax pay ers to the IRS via a
Trea sury Fi nan cial Agent. Fi nan cial
in sti tu tions and depositaries use
Fedwire value trans fers, Fedwire
non-value trans ac tions or the Fedline
Tax payer De posit Ap pli ca tion as the
de liv ery mech a nism to FR-ETA.

Fed eral Re serve-Electronic Tax
Ap pli ca tion (FR-ETA) Ref er ence
Num ber—The FR-ETA ref er ence
num ber is a unique 15-digit elec -
tronic funds trans fer num ber. The
FRB as signs a FR-ETA ref er ence
num ber to track each FR-ETA trans -
ac tion. 

Fed eral Tax De posit (FTD)—An
FTD is a Fed eral tax de posit or pay -
ment made by tax pay ers us ing an
FTD cou pon.

Fed eral Tax De posit Cou pon (FTD
cou pon)—Form 8109: Fed eral Tax
De posit Cou pon, ac com pa nies a Fed -
eral tax de posit made through the
FTD sys tem. The IRS sup plies FTD
cou pons to tax pay ers. 

Fed eral Tax De posit (FTD) Sys -
tem—This is the pa per-based sys tem
through which tax pay ers re mit Fed -
eral tax de pos its or pay ments by pre -
sent ing an FTD cou pon and pay ment
to a de pos i tary. The de pos i tary pre -
pares an AOC sum ma riz ing the FTD
cou pons.

Fed eral Taxes—Fed eral taxes are
those taxes or other pay ments spec i -
fied by the Sec re tary of the Trea sury
as el i gi ble for pay ment through the
FTD sys tem or the EFTPS.

Fedline—Fedline is the com puter-
based elec tronic de liv ery sys tem that
pro vides fi nan cial in sti tu tions and
depositaries ac cess to Fed eral Re -
serve Sys tem ser vices and in for ma -
tion. 

Fedline Tax payer De posit Ap pli ca -
tion—Within Fedline, this ap pli ca -
tion sup ports the re port ing of Fed eral
tax pay ments on the date of set tle ment.
These trans ac tions set tle through
TT&L at the end of the day. 

Fedline Tax payer De posit Trans ac -
tion—This is the same-day Fed eral
tax pay ment in for ma tion trans mit ted
by a fi nan cial in sti tu tion us ing the
Fed eral Re serve’s Fedline Tax payer
De posit Ap pli ca tion. These trans ac -
tions set tle through TT&L at the end
of the day.

Fedwire—Fedwire is the funds
trans fer sys tem owned and op er ated
by the Fed eral Re serve Sys tem.

Fedwire Non-Value Trans ac tion—
This is the same-day Fed eral tax pay -
ment in for ma tion trans mit ted by a fi -
nan cial in sti tu tion to an FRB us ing a
Fedwire non-value (Typecode 1090)
mes sage with a third party spe cific

for mat and an IRS prod uct code.
These trans ac tions set tle through
TT&L at the end of the day.

Fedwire Value Trans fer—This is a
Fed eral tax pay ment made by a fi nan -
cial in sti tu tion us ing a Fedwire value
mes sage (Typecode 1000) and a Cus -
tomer Trans fer Prod uct Code. These
pay ments set tle im me di ately in
funds.

Fi nan cial In sti tu tion—A fi nan cial
in sti tu tion is any bank, sav ings bank,
sav ings and loan as so ci a tion, credit
un ion, or sim i lar in sti tu tion. A fi nan -
cial in sti tu tion may pro cess pay ments 
and de pos its through the EFTPS.
How ever, fi nan cial in sti tu tions par -
tic i pat ing in the pa per-based FTD
sys tem and/or TT&L IP are re ferred
to as depositaries in this doc u ment. 

Fis cal Agent—Fis cal agent re fers to
the Fed eral Re serve Bank act ing as
agent for Trea sury. 

In put Mes sage Ac count abil ity
Data (IMAD)—IMAD is a unique
num ber as signed to track each
Fedwire trans ac tion sent by a fi nan -
cial in sti tu tion. 

In ter est Rate Fac tor for In ter est As -
sess ments un der the Elec tronic Fed -
eral Tax Pay ment Sys tem
(EFTPS)—Trea sury charges deposi-
taries and fi nan cial in sti tu tions this
in ter est rate, ex pressed as a daily fac -
tor, for de layed pro cess ing of EFTPS
trans ac tions. The fac tor is: Fed eral
Funds Rate (rounded to four dec i mal
places) for the week, less 25 ba sis
points (one-fourth of 1 per cent), di -
vided by 360 and rounded to the fifth
dec i mal place. 

In ter est Rate Fac tor for Late
Advices of Credit (AOCs)—Trea -
sury charges depositaries this in ter est
rate, ex pressed as a daily fac tor, for
late AOCs. The fac tor is: Fed eral
Funds Rate (rounded to four dec i mal
places) for the week, less 25 ba sis
points (one-fourth of 1 per cent), di -
vided by 360 and rounded to the fifth
dec i mal place.

In ter est Rate Fac tor for Se lec tive
Charges for Fed eral Tax De posit
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(FTD) Cou pons—Trea sury charges
depositaries this in ter est rate, ex -
pressed as a daily fac tor, for late pro -
cess ing of tax de pos its. The fac tor is:
the av er age of the weekly Fed eral
Funds Rate (rounded to four dec i mal
places) for the TT&L cy cle, plus 2
per cent, di vided by 360 and rounded
to the fifth dec i mal place. 

In ter est Rate Fac tor for Stale-
Dated Fed eral Tax De posit (FTD)
Cou pons—Treasury charges deposi-
taries this in ter est rate, ex pressed as a
daily fac tor, for stale-dated Fed eral
tax de pos its. The fac tor is: the av er -
age of the weekly Fed eral Funds Rate 
(rounded to four dec i mal places) for
the TT&L cy cle, plus 2 per cent, di -
vided by 360 and rounded to the fifth
dec i mal place. 

In ter est Rate Fac tor for the Trea -
sury Tax and Loan In vest ment
Pro gram (TT&L IP)—Trea sury
charges depositaries and fi nan cial in -
sti tu tions this in ter est rate, ex pressed
as a weekly fac tor, for in ter est earned
on the TT&L IP. The fac tor is: Fed -
eral Funds Rate for the week
(rounded to four dec i mal places), less 
25 ba sis points (one-fourth of 1 per -
cent), di vided by 360, mul ti plied by 7 
and rounded to the fifth dec i mal
place. The fifth num ber to the right of 
the dec i mal point is rounded to the
next higher num ber if the sixth num -
ber to the right of the dec i mal point is
6, 7, 8 or 9. The fifth num ber to the
right of the dec i mal point re mains the
same if the sixth num ber to the right
of the dec i mal point is 0, 1, 2, 3, 4 or
5.

In ter est Rate Fac tor for Un dated
Fed eral Tax De posit (FTD) Cou -
pons—Trea sury charges depositaries 
this in ter est rate, ex pressed as a daily
fac tor, for un dated Fed eral tax de pos -
its. The fac tor is: the av er age of the
weekly Fed eral Funds Rate (rounded
to four dec i mal places) for the TT&L
cy cle, plus 2 per cent, di vided by 360
and rounded to the fifth dec i mal place.

Man aging Re serve Bank (MRB)—
The MRB is the Fed eral Re serve

Bank that man ages a de pos i tary’s
TT&L ac count and/or note bal ance
and car ries the TT&L ac count and/or
note bal ance on its books. It is the de -
pos i tary’s Ad min is tra tive Re serve
Bank, ex cept with re spect to inter-
dis trict tem po rary sec ond ary ac -
counts.

Man aging Re serve Bank Head Of -
fice Lo cal Zone Time (MRB Head
Of fice LZT)—This is the lo cal time
at the FRB Head Of fice through
which an elec tronic tax ap pli ca tion
trans ac tion set tles or an AOC is pro -
cessed.

Max i mum Bal ance—Max i mum bal -
ance is the high est amount a de pos i tary
has stated it will ac cept in its note bal -
ance and be able to fully col lat er al ize. 

Note Bal ance—Note bal ance is the
dol lar value of funds a de pos i tary has
ac cepted to re tain in an open-ended,
in ter est-bearing note gen er ated from
funds. The funds are trans ferred from
the de pos i tary’s TT&L ac count, re -
ceived through EFTPS trans ac -
tion(s), or de pos ited by Trea sury
through the Di rect In vest ment (DI) or 
Spe cial Di rect In vest ment (SDI) Pro -
grams.

Note Op tion—Note Op tion is that
op tion se lected by a de pos i tary un der
which Trea sury in vests in ob li ga tions 
of the de pos i tary. An open-ended, in -
ter est-bearing note bal ance main -
tained at the FRB ev i dences the
amount of such in vest ments. 

No ti fi ca tion of Change (NOC)—
An NOC is a non-dollar en try sent by
the TFA to the fi nan cial in sti tu tion, or 
by the fi nan cial in sti tu tion to the
TFA, to give no tice that pre vi ously
valid bank ing in for ma tion (ac count
num ber, ac count type, etc.) has
changed. The TFA or fi nan cial in sti -
tu tion also uses an NOC to cor rect er -
ro ne ous in for ma tion con tained in a
prenotification or zero-dollar en try. 

Off-Premises Col lat eral (OPC) Ar -
range ment—An OPC is a col lat eral
cus tody ar range ment, es tab lished un -
der the TT&L IP. This ar range ment
per mits a de pos i tary to hold in its

pos ses sion, for the FRB, col lat eral
pledged to se cure funds in vested with 
the de pos i tary as spe cial di rect in -
vest ments. 

Orig i nating De pos i tary Fi nan cial
In sti tu tion (ODFI)—An ODFI is a
fi nan cial in sti tu tion that orig i nates an 
ACH en try. For an ACH credit en try,
the tax payer’s fi nan cial in sti tu tion is
the ODFI. For an ACH debit en try,
the Trea sury Fi nan cial Agent is the
ODFI.

Prenotification—A prenotification
is a non-dollar en try sent through the
ACH net work at least 6 busi ness days 
prior to live-dollar en tries. It alerts
the re ceiv ing fi nan cial in sti tu tion that 
a live-dollar trans ac tion will be forth -
com ing (and that the re ceiver’s ac -
count in for ma tion should be
ver i fied). TFAs orig i nate prenoti-
fications when a tax payer en rolls for
ACH debit in EFTPS. (See also
Zero-Dollar En try for ACH credit
prenotification.)

Pro ce dural In struc tions—These in -
clude the pro ce dures con tained in IV
TFM, other Trea sury in struc tions is -
sued through the TFAs and Fed eral
Re serve Sys tem op er at ing cir cu lars
is sued con sis tent with this vol ume. 

Re ceiving De pos i tary Fi nan cial In -
sti tu tion (RDFI)—A fi nan cial in sti -
tu tion that re ceives an ACH en try is
an RDFI. For an ACH credit en try,
the FRB, as fis cal agent, is the RDFI.
For an ACH debit en try, the tax -
payer’s fi nan cial in sti tu tion is the
RDFI. 

Rec la ma tion Debt Off set—A rec la -
ma tion debt off set with holds com -
pen sa tion for pro cess ing cer tain FTD
cou pons from a de pos i tary that has
cashed U.S. Gov ern ment checks
bear ing forged or un au tho rized en -
dorse ments. This off set pro cess con -
tin ues un til the rec la ma tion debt, plus 
in ter est, is paid in full. 

Rec og nized In sur ance Cov er age—
Rec og nized in sur ance cov er age is the 
in sur ance pro vided by the Fed eral
De posit In sur ance Cor po ra tion, Na -
tional Credit Un ion Ad min is tra tion
or in sur ance or ga ni za tions spe cif i -
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cally qual i fied by the Sec re tary of the
Trea sury.

Re mit tance Op tion—Re mit tance Op -
tion is an op tion se lected by a de pos i -
tary that pro cesses FTD cou pons.
Un der this op tion, the amount of de -
pos its cred ited by the de pos i tary to its
TT&L ac count is with drawn by the
FRB for de posit to the TGA on the
busi ness day that the FRB re ceives the
AOC sup port ing such de pos its.

Same-Day Pay ment—Same-day
payment re fers to the fol low ing
FR-ETA pay ment op tions: Fedline
Tax payer De posit Ap pli ca tion trans ac -
tion, Fedwire non-value trans ac tion
and Fedwire value trans fer.

Sec re tary—Sec re tary re fers to the
Sec re tary of the Trea sury or the Sec -
re tary’s au tho rized del e gate.

Se lec tive Charge—A se lec tive charge 
is a mon e tary charge against a de pos i -
tary for fail ing to date-stamp an FTD
cou pon (Form 8109) with the same
date on which the tax payer pre sented
the FTD cou pon to the de pos i tary. (See
IV TFM 1-2135.70.)

Set tle ment Date—This is the sched -
uled date on which the FRB will debit 
a fi nan cial in sti tu tion or de pos i tary,
or its cor re spon dent. 

Spe cial Di rect In vest ment (SDI)—
An SDI is an in vest ment of Trea sury
funds in ob li ga tions of the de pos i tary
and a cor re spond ing in crease in a de -
pos i tary’s note bal ance. The in vest -
ment spe cif i cally is iden ti fied as a
“spe cial di rect in vest ment” and must
be fully se cured by col lat eral re tained 
in the pos ses sion of the de pos i tary.

Stale-Dated Cou pon—A stale- dated 
cou pon is an FTD cou pon (Form
8109) not in cluded in the AOC (Form
2284) of the same date as the FTD
cou pon. In stead, it is in cluded in an
AOC of a later date. A stale-dated
cou pon re sults in a stale-dated cou pon
charge. (See IV TFM 1-2135.30.) 

Tax Due Date—Tax due date is the
day that a Fed eral tax pay ment is due
to Trea sury, as de ter mined by stat ute
and ap pli ca ble reg u la tion. 

Tax payer Iden ti fi ca tion Num ber
(TIN)—A TIN is a nine-digit iden ti -
fier re quired of all in di vid u als and
busi nesses that file tax re turns in the
United States. Sec tion 6109 of the In -
ter nal Rev e nue Code of 1986, as
amended (26 U.S.C. 6109) de scribes
a TIN. 

Trans ac tion Trace Num ber—The
tax payer’s fi nan cial in sti tu tion as -
signs a trans ac tion trace num ber to
track each ACH credit en try.

Trea sury Fi nan cial Agent (TFA)—
A TFA is a fi nan cial in sti tu tion des ig -
nated as an agent of Trea sury for pro -
cess ing EFTPS en roll ments, re ceiv ing 
EFTPS tax pay ment in for ma tion and
orig i nat ing ACH debit en tries for tax -
pay ers. 

Trea sury Gen eral Ac count (TGA)—
The TGA is an ac count main tained in
the name of the U.S. Trea sury at an
FRB.

Trea sury Tax and Loan (TT&L)
Ac count—A TT&L ac count is the
Trea sury ac count main tained by a de -
pos i tary in which funds are cred ited
by the de pos i tary af ter re ceiv ing and
col lat er al iz ing FTD cou pons.

Trea sury Tax and Loan De pos i tary 
(TT&L De pos i tary)—The FRB
des ig nates a fi nan cial in sti tu tion as a
TT&L de pos i tary to main tain a
TT&L ac count and/or note bal ance.
A de pos i tary may pro cess Fed eral tax 
pay ments through the EFTPS in ad di -
tion to main tain ing a TT&L ac count
and/or note bal ance. 

Trea sury Tax and Loan In vest ment 
Pro gram (TT&L IP)—The TT&L
IP is the pro gram through which
Trea sury loans its ex cess op er at ing
funds to des ig nated depositaries.
Trea sury places funds in a TT&L de -
pos i tary’s note bal ance, and the de -
pos i tary pays Trea sury in ter est for the 
use of the funds. All in vest ments in a
de pos i tary’s note bal ance must be
100 per cent col lat er al ized.

Trea sury Tax and Loan (TT&L)
Pro gram—The TT&L Pro gram in -
cludes the Fed eral Tax De posit
(FTD) Sys tem, the Elec tronic Fed eral 

Tax Pay ment Sys tem (EFTPS) and
the Trea sury Tax and Loan In vest -
ment Pro gram (TT&L IP). Through
the TT&L Pro gram, Trea sury col -
lects taxes and other funds and in -
vests its short-term op er at ing cash. 

Trea sury Tax and Loan (TT&L)
Re porting Cy cle—The TT&L re -
port ing cy cle be gins on the first
Thurs day of each month and ends on
the Wednes day pre ced ing the first
Thurs day of the fol low ing month. 

Trea sury Tax and Loan (TT&L)
Weekly In ter est Rate Fac tor— The
Fed eral Re serve pro vides this rate.
The fac tor is: the weighted av er age of 
rates on trades through New York
bro kers, mi nus 25 ba sis points, di -
vided by 360, mul ti plied by 7 and
rounded to the fifth dec i mal place.
The an nual rate is for the 7 cal en dar
days end ing on Wednes day.

Un dated Cou pon—An un dated cou -
pon is an FTD cou pon (Form 8109)
that was not prop erly date-stamped.
An un dated cou pon re sults in an un -
dated charge. (See IV TFM
1-2135.50.) 

Zero-Dollar En try—A zero-dollar
en try is an ACH en try (zero-dollar
amount) with pay ment re lated re mit -
tance data. A tax payer’s fi nan cial in -
sti tu tion must ini ti ate a zero-dollar
en try (cash con cen tra tion or dis -
burse ment with the tax pay ment ad -
denda re cord (CCD+TXP) upon
re quest of the tax payer be fore ini ti at -
ing the first live dol lar ACH credit
en try to the TGA.

Section 2025—Tax Collection
Systems Overview

Fi nan cial in sti tu tions may pro -
cess Fed eral tax pay ments by pa per
cou pons or elec tronic en tries. 

2025.10—Federal Tax Deposit
(FTD) System

The pa per-based FTD sys tem re -
quires that a tax payer pres ent an FTD
cou pon and pay ment to a de pos i tary.
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The de pos i tary com pletes an AOC
sum ma riz ing the FTD cou pons ac -
cepted that busi ness day. It for wards
the cou pons and a copy of the AOC to 
the IRS and the orig i nal of the AOC
to the Man aging Re serve Bank, usu -
ally elec tron i cally via ei ther Fedline
or voice re sponse. The fol low ing
busi ness day, the FRB will charge the 
de pos i tary’s re serve ac count for the
amount re ported on the AOC. If the
de pos i tary is a Re mit tance Op tion de -
pos i tary, the FRB will credit the
TGA. If the de pos i tary is a Note Op -
tion de pos i tary, the FRB will credit
the de pos i tary’s note bal ance. 

2025.20—Electronic Federal
Tax Payment System (EFTPS)

The EFTPS re quires a tax payer to 
en roll with the TFA and se lect a tax
pay ment method. A tax payer can
make tax pay ments in EFTPS us ing
an ACH debit or credit or a FR-ETA
trans ac tion. The tax payer ini ti ates an
ACH debit through the as signed TFA
or an ACH credit or a same-day pay -
ment op tion through a fi nan cial in sti -
tu tion of its choice. The TFA or
fi nan cial in sti tu tion must ini ti ate
ACH en tries at least 1 busi ness day
be fore the in tended set tle ment date.
Fi  nan cial  in s t i  tu  t ions ini  t i  a te
same-day pay ment op tions and set tle
them that day. 

In out line form, the EFTPS
in cludes:

• ACH (fu ture day pay ment
mech a nism):

-ACH debit en try.

-ACH credit en try.

• FR-ETA (same-day pay ment
mech a nism):

-Fedwire value trans fer (Type-
code 1000).

-Fedwire non-value trans ac tion  
(Typecode 1090).

-Fedline Tax payer De posit App-
lication.

Section 2030—Difference
Between Financial Institutions
and Depositaries 

2030.10—Financial Institution 

A fi nan cial in sti tu tion par tic i -
pates in the EFTPS by re ceiv ing an
ACH debit en try or orig i nat ing an
ACH credit en try in pay ment of a
Fed eral tax li a bil ity. It posts the en try
to its cus tomer’s ac count. A fi nan cial
in sti tu tion also may orig i nate a
Fedwire value trans fer, Fedwire
non-value trans ac tion or Fedline Tax -
payer De posit trans ac tion for pay -
ment of a cus tomer’s Fed eral tax
li a bil ity. 

 2030.20—Depositary

A de pos i tary is a fi nan cial in sti tu -
tion des ig nated as a de pos i tary by the
FRB, act ing as Trea sury’s fis cal
agent. A de pos i tary par tic i pates in the 
TT&L Pro gram by any com bi na tion
of the fol low ing:

Federal Tax Deposit System

The pa per-based FTD sys tem re -
quires that a tax payer pres ent an FTD
cou pon and pay ment to a de pos i tary.
The fol low ing busi ness day, the de -
pos i tary must sub mit the AOC to the
FRB. The FRB cred its the de pos i -
tary’s note bal ance if the de pos i tary is 
a Note Op tion. For Re mit tance Op -
tion depositaries, the FRB charges
the de pos i tary’s re serve ac count for
the amount of the pay ment and cred -
its the TGA. 

Note Option Depositary

A Note Op tion de pos i tary is a de -
pos i tary that elects and is des ig nated
by the FRB to par tic i pate in the
TT&L IP. This des ig na tion also per -
mits a de pos i tary to re ceive a por tion
of Trea sury’s ex cess op er at ing cash
for in vest ment pur poses, if the de pos -
i tary so elects. Des ig na tion as a Note
Op tion de pos i tary is not de pend ent
upon par tic i pa tion in ei ther the FTD
sys tem or EFTPS. (See IV TFM

1-2325.60 for Sources of In vest-
ments.)

Electronic Federal Tax
Payment System
A fi nan cial in sti tu tion des ig nated

as a de pos i tary is el i gi ble to pro cess
pay ments through EFTPS.

Section 2035—Classification
of Depositaries 

A de pos i tary pro cess ing FTD
cou pons may choose to be des ig nated 
as ei ther a Note Op tion or Re mit tance 
Op tion de pos i tary. A de pos i tary also
may elect to par tic i pate in the TT&L
IP as a Note Op tion de pos i tary with -
out pro cess ing EFTPS pay ments or
FTD cou pons. The op tions  fol low. 

2035.10—Note Option

Some depositaries elect to par tic i -
pate in the TT&L IP as a Note Op tion
de pos i tary. This des ig na tion al lows
the de pos i tary to re ceive a por tion of
Trea sury’s ex cess op er at ing cash,
which the de pos i tary may use for
cash in vest ment pur poses. (See IV
TFM 1-2325.60 for Sources of
In vest ments.)

Trea sury in vests its ex cess op er -
at ing cash in open-ended, in ter -
est-bearing notes main tained by the
de pos i tary. 

The FRB places a Note Op tion
de pos i tary in Class A, B or C. It clas -
si fies a Note Op tion de pos i tary de -
pend ing on the de pos i tary’s:

• To tal FRB TT&L Ap pli ca tion
De posits dur ing the pre ced ing
cal en dar year.

• De posit li a bil ity (both de mand
and time) as of Sep tem ber 30
of the pre vi ous year. 

• In vest ment amount a de pos i -
tary is will ing to ac cept (max i -
mum bal ance). 

Cur rently, the FRB uses the fol -
low ing clas si fi ca tion cri te ria for
place ment of a newly des ig nated
de pos i tary: 
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(1) Class A—Class A in cludes
depositaries that had $10 mil lion
or less in to tal an nual FRB TT&L
Ap pli ca tion De posits the pre ced -
ing cal en dar year.

(2) Class B—Class B in cludes
depositaries that had more than
$10 mil lion, but $100 mil lion or
less in to tal an nual FRB TT&L
Ap pli ca tion De posits the pre ced -
ing cal en dar year. Also in cluded
are depositaries with more than
$100 mil lion in to tal an nual FRB
TT&L Ap pli ca tion De posits, but
whose to tal de posit li a bil ity (both
de mand and time) was $100 mil -
lion or less on Sep tem ber 30 of
the pre ced ing cal en dar year.

(3) Class C—Class C in cludes
depositaries that meet any one or
more of the fol low ing cri te ria:

• Depositaries with more than
$100 mil lion in to tal an nual
FRB TT&L Ap pli ca tion De -
posits the pre ced ing cal en dar
year and whose to tal de posit li a -
bil ity (both de mand and time)
ex ceeded $100 mil lion on Sep -
tem ber 30 of the pre ced ing year.

• Any de pos i tary with $5 bil lion
or more in de posit li a bil ity
(both de mand and time) on
Sep tem ber 30 of the pre ced ing
cal en dar year. 

• Any de pos i tary with a max i -
mum bal ance of $250 mil lion
or more. 

2035.20—Remittance Option

Un der this op tion, the FRB, af ter
re ceiv ing the AOC, im me di ately
with draws funds equiv a lent to the
FTD cou pons cred ited by a de pos i -
tary to its TT&L ac count. 

The FRB places Re mit tance Op -
tion depositaries in Class 1 or 2. It
clas si fies depositaries de pend ing on
their to tal an nual FRB TT&L Ap pli -
ca tion De posits made dur ing the pre -

ced ing cal en dar year. The FRB
usu ally places a newly des ig nated de -
pos i tary in Class 2.

Cur rently, the FRB uses the fol -
low ing clas si fi ca tion cri te ria for
place ment of Re mit tance Op tion
depositaries:

(1) Class 1—Class 1 in cludes
depositaries that had more than
$10 mil lion in to tal an nual FRB
TT&L Ap pli ca tion De posits the
pre ced ing cal en dar year.

(2) Class 2—Class 2 in cludes
depositaries that had $10 mil lion
or less in to tal an nual FRB TT&L
Ap pli ca tion De posits the pre ced -
ing cal en dar year.

2035.30—Annual
Reclassification

An nually, Trea sury re quests that
the FRB re port in di vid ual de pos i -
tary’s an nual TT&L Ap pli ca tion De -
posit flows. Trea sury uses this
in for ma tion to de ter mine if the pre vi -
ous year’s clas si fi ca tion will meet its
next-years cash flow needs. The FRB
re clas si fies the depositaries us ing
Trea sury’s cri te ria, or break points
(see para graphs 2035.10 and
2035.20). Trea sury may change the
clas si fi ca tion cri te ria at any time.

Section 2040—Statements     
to Depositaries and Financial
Institutions 

The FRB is sues state ments to
depositaries and fi nan cial in sti tu -
tions for all ac tiv i ties un der this
chap ter. If ca pa ble, depositaries or
fi nan cial in sti tu tions can re ceive
state ments elec tron i cally.

2040.10—Statements 
to Depositaries

Af ter the close of a TT&L re port -
ing cy cle, the FRB timely is sues

state ments to ap pro pri ate deposi-
taries. These state ments in clude in -
ter est earned by Trea sury on note bal -
ances (Note Op tion only) and charges 
for late de liv ery or im proper pro cess -
ing of AOCs (Re mit tance Op tion
only). For Note Op tion depositaries,
the state ment also in cludes the av er -
age daily bal ance of the note bal ance
and the in ter est fac tor for each week
of the re port ing cy cle. For Re mit -
tance Op tion depositaries, the state -
ment in cludes the num ber of cal en dar 
days each AOC was late, the daily in -
ter est fac tor and the late fee.

If ap pro pri ate, the FRB is sues a
sup ple men tary state ment to
depositaries on or about the 10th
busi ness day of the month that in -
cludes charges for stale and un dated
FTD cou pons. (See IV TFM 1-2135.) 
The state ment shows:

• The AOC and FTD cou pon
dates.

• The num ber of cal en dar days
vari ance for stale-dated FTD
cou pons and the num ber of un -
dated FTD cou pons.

• The daily in ter est rate fac tor
for stale-dated and un dated
FTD cou pons. 

For the prior re port ing cy cle, the
state ment for both Note and Re mit -
tance Op tion depositaries in cludes: 

• Trans ac tion de scrip tion (ACH
credit or debit, Fedwire non-
value trans ac tion, and Fedline
Tax payer De posit Ap pli ca tion).

• File iden ti fi ca tion and ref er -
ence num bers.

• FRB pro cess and re ceive dates.

• Bal ance/trans ac tion amount. 
All AOC ac tiv ity af fect ing the de -

pos i tary’s TT&L ac count. 

2040.20—Statements  
to Financial Institutions

Af ter the close of a TT&L re port -
ing cy cle, the FRB timely is sues
state ments to ap pro pri ate fi nan cial
in sti tu tions that in clude charges for
late or im proper pro cess ing of elec -
tronic tax pay ments.
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Contacts

Di rect in qui ries con cern ing this chap ter to:

Di rec tor
Fi nan cial Ser vices Di vi sion
Fi nan cial Man age ment Ser vice
De part ment of the Trea sury
401 14th St., SW., Room 313
Wash ing ton, DC 20227
Tele phone: 202-874-6580
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